The last decades of the European Union have been sprinkled of several instability problems, fluctuating between the growth of some State and crises of some other, without reaching an economic stability unity. Even in the presence of the Stability and Growth Pact (SGP) agreement, most of the States failed to monitor their health and gradually achieve positive results in term of Sovereign Debt exposure, economic growth and population's happiness and satisfaction. According to the Rational Management Theory, any organization (both private or public, whatever the dimension) can be managed through three specific "rational" macro-phases. A first phase is called "Planning". In this phase, all the initiatives and actions are forecasted, planned and defined coherently with the vision, the mission, the target and the budget of the organization. In the second phase, named "Execution", those actions are implemented and performed. In the third phase, titled "Controlling", is conducted a gap analysis between the deliverable and the achieved performance, therefore corrective actions can be proposed and implemented. The three phases are cyclic and backed by several documents, in particular budgeting statements and reports, accountancy and final balance statement. In this framework, the European Union members can find a map to a better managerial system, even taking into account all the complexity that characterizes a State. To evaluate the financial and economic health gauge of European Union Member States, we propose to verify if some of the most acknowledged managerial tools of financial statement interpretation can provide some gauges for economic and financial health and even predict or enhance the Deficit/GDP Ratio and the other structural ratios of the SGP. The sample is extracted from the European Central Bank Statistical Warehouse, analyzing some of the most critical accounts for the General Governments and comparing them with the most famous structural financial stability measures. The comparison will be conducted on the panel of most of the EU Member States financial and economic data for the last two decades. This contribution intends to foster the improvement and development of a set of supplementary instruments for a better management based on accounting data and strengthened by the European System of Accounts (2010 version).
critical accounts for the General Governments and comparing them with the most famous structural financial stability measures. The comparison will be conducted on the panel of some representative of the EU Member States financial and economic data for the last two decades.
The intention of this contribution is to foster the improvement and development of a supplementary set of managerial instruments for a better policy making based on accounting data, strengthened by the mandatory implementation of the European System of Accounts in its 2010 version ("ESA 2010 -Overview -EUROSTAT" 2016 .
Section 2 describes the Stability and Growth Pact and its criticalities and introduces to Rational Management Theory based on financial statements, section 3 outlines the ESA2010 framework, section 4 defines sample and methodology, section 5 analyzes data by the means of the proposed model, section 6 concludes.
A Rational Management Theory (RMT) and Public Policies

Stability and Growth Pact: a policy from the EU for the Member States Community Enhancement
The Stability and Growth Pact (SGP) is an agreement pledged by the European Union members in 1997 that fixes standards and thresholds to the public expenditure policies, auditing and control. It fosters the enforcement to the requirements of the 1992 Maastricht treaty by the member states, in order to achieve a stronger integration of the market and economic substrate in the Euro zone. Referring to articles 99 and 104 of the Treaty of Rome, establishing the European Economic Community, it implements a reinforcement of the Deficit and Public Debt watch policies and an infringement procedure for the excessive deficit situations.
In particular, it sets the maximum deficit of a member state at 3 percent points of the Gross Domestic Product (GDP) and the maximum stock of sovereign debt at 60 percent of the GDP. In the case of threshold overrun, the European Union should send a first early warning to the member state or an actual reprimand. The member state can counter to the warning, suspending temporarily the procedure; in case of inactivity, the member state will be fined.
This implies that the member states should achieve and maintain a budgetary position 'close to balance or in surplus' in the medium term. In order to comply with these rules, the member state must follow a strict fiscal discipline, providing the necessary space to automatic stabilizers.
The SGP has been criticized by several authors, both academics and professionals (Beetsma and Uhlig 1999; Buti 2007; Buti, Eijffinger, and Franco 2003; Buti, Franco, and Ongena 1997; Haan et al. 2003; Schuknecht et al. 2011) , since it causes to reduce financial disposal for investment and growth policies and generates conflict of interest in the member states. The criticisms of the SGP can be overtook by enhancing the transparency of the balance sheet data and accounting of the member states and using more efficient and alternative financial sustainability analysis tools.
Rational Management Theory
The management of any organization, whether it is private or public, small or big, profit oriented or not for profit, is conceived through a complex process of continuous implementation of decisions and policies. Each of the single decision is built up through a sub-process, that has been also called Rational Management based on financial statements (Puddu 2008; Puddu 2010; Puddu 2011 ) that can be divided in three separate macro phases.
In the first phase the decision is conceived on the basis of perspective and retrospective data, by means of financial and non-financial resources allocation forecast. This phase, called of Planning, is particularly important in order to define, broadly speaking, the vision and the mission of the organization and, more specifically, defining the target and the related budget (Bhushan & Rai 2007) . In the public sector management, in particular, in this phase the policy makers attempt to enhance the accountability of the decision makers and operators, and lays the foundations for any resource consumption. In particular, none of the resources that is not allotted can be consumed, and each consumption must correspond to an authorization (Potter and Diamond 1999) . In order to achieve this accountability and the capability of authorization, a perspective financial statement (or budget) must be generated. In this financial statement any resource allocation is indicated and defines the maximum resources that can be used for the organization management.
The second macro phase, that naturally follows the planning one, consists in the execution of the forecasted activities. This phase, called of Execution, is founded on the budget allocations and is composed of a continuous process of unitary decisions that must generate continuous recording for actual resources consumption. The orderly, continuous and thorough recording is called accounting and permits to generate timely, precise and effective data prospectuses to enhance further decisions and gap analyses. In particular, several accounting systems 
Introduction
The European System of Accounts (ESA 2010) is an accounting methodology for National and Regional Accounting (EUROSTAT 2016) . It consists of a coherent ensemble of accounts that proposes a quantitative and monetary description of the economic activity. It is a useful support for the structural and dynamic characteristics of an economic system such as a Nation, and it fulfills the requirements of forecasting, monitoring and analysis for the policy makers and the economic politics. The system is based on a series of identity (one-to-one) relations. Each member of the relation can be considered as the section of an account for financial incomes, outflow, revenues and expenditures through schemes that trace the enterprises system of accounts. This identity is also recognizable as a double entry accounting system.
The main purpose of the ESA is to classify the complex economic activity of a National organization and summarize it in a close number of fundamental categories and report it in a consistent macroeconomic framework.
The ESA identifies:
•
The economic institutional units and their groupings;
• The operations of sectors and branches and the related economic flows and stocks.
• A system of accounts for the flows and stock variations, including o Current operations accounts;
o Assets account
• A framework for the interdependencies between institutional units, by the means of three input-output tables.
Each unit of each sector performs operations that are conducive of income creation, allocation, redistribution and consumption. The accounts for current operations balance with the public savings, that are the primary source of accumulation. Other accounts record the variations that intervene into the assets and liabilities of the State and of each sector and conduce to the measurement of the National equity, that is structured in sub-accounts.
The input-output tables analyze the relations between the different economic sectors (or their aggregates), providing a thorough description of the resources production and consumption processes and the related financial flows generation.
Operators
The operators are those institutional units that have -or are capable of having -a complete system of accounting and have decisional autonomy for their main activity. The ESA groups them in five institutional sectors on the basis of the main qualities of the activity, in order to describe the income, expenditure and financial flows and the equity variations. The first category is represented by non-financial corporations and quasi-corporations, that produce goods and services for sale. A second category is composed by the financial corporations (banks and insurance), namely the intermediaries in finance and insurance. Both of these two categories are profit and equity-accumulation oriented. A third category includes the public administration and general government, that produces mainly services not intended for sale (e.g. public utilities), redistribute the National income and wealth (through fiscal policies) and contribute to the collective consumption and accumulation. A fourth category includes the private social institutions devoted to families (parties, labor unions, religious organizations, cultural and sports associations, philanthropy and caring institutions), that produce services not intended for sale but for private consumption. The fifth and last category includes families and households, that consume goods and services produced by the other sectors, but can also produce (enterprises) and accumulate equity. The ESA provides also a definition for the homogeneous productive unities, that are groupings of similar activities based on a shared European nomenclature (NACE) in order to describe the production process and allow input-output analyses.
A further distinction is given between the resident and non-resident operators, depending on whether they have their center-of-interest in the economic territory of the Nation, or of the Union, or not.
Flows and Stocks
The accounting system of the ESA is organized in two accounting dimensions: the former are the flows, which are the (financial) effects of a series of events in a period of time; the latter are the stocks, which are the dimension of an account (asset or liabilities) at a given point of time (generally speaking, at the start or at the end of the accounting period).
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• production and destination of goods and services;
• operations on distribution and redistribution of income and wealth;
• financial asset acquisitions and divestitures; plus, a residual category for those operations that are not related to the previous (depreciations, non-produced financial assets exchanges). Each operation can have a counterpart or not; in the first case, for each cash or good/service flow there is an offset flow of the same amount; in the second case (e.g. pension and welfare payments) there is not a direct offset: those operations are called "transfers".
The stocks are classified into:
• produced non-financial assets: tangibles, intangibles, inventories and valuables;
• non-produced non-financial assets: tangibles (such as land plots, mines, hydrogeological resources, and more in general natural resources), and intangibles (goodwill, patents, leases, and so on);
• financial assets: gold, currencies, deposits, shares, bonds, loans, insurances, etc.
Sequence of Accounts
The ESA 2010 sequence of accounts is divided into macro categories. The first macro-category is composed by the current accounts. This macro category includes
• The "production" account, which shows the transactions relating to the production process;
• The "distribution and use of income" accounts, to analyze the primary distribution, the generation of income, the allocation of primary income and the redistribution in kind or use of the income, and includes:
o The "primary distribution of income" account;
o The "generation of income" and the "allocation of primary income" accounts;
o The "entrepreneurial income" account;
o The "allocation of other primary income", the "secondary distribution of income" accounts and the "redistribution of income in kind" account;
o The "use of income" (gross, of disposable and of adjusted disposable income) accounts
The second macro-category is represented by the accumulation accounts. Those are flows accounts, recording the various causes of changes in assets and liabilities and related net worth, which includes:
• The capital account, for measuring the acquisitions and disposals of non-financial assets, the variation in net worth and the capital transfer, and includes:
o The "change in net worth due to saving and capital transfers" account;
o The "acquisitions of non-financial assets" account;
•
The "financial" account, to record the variations in financial assets;
• The "other changes in assets" and "other changes in volume of assets" accounts and the "revaluation" account, that includes the "neutral holding gains and losses" and "real holding gains and losses" accounts.
A third macro-category is composed by the balance sheets, that includes the opening balance sheet, the variation in balance sheets and the closing balance sheet. This threefold structure is also coherent with the formerly recalled Rational Management Theory.
Sample and Methodology
The most acknowledged financial statement analysis tools, such as current ratio and equity/asset (also known as financial leverage) ratio, are normally considered as primary gauges of financial health and sustainability. In a government balance sheet, the members of the ratio are not so easy to retrieve, in particular when we come to a standardized accounting framework such as ESA2010. In this contribution, we propose to compare some balance sheet stock to analyze its relation with the Deficit/GDP ratio through a graphical and descriptive comparison.
Our sample is extracted from the European Central Bank's (ECB) statistical data warehouse (ECB-SDW)("ECB Statistical Data Warehouse" 2016). The ECB-SDW consents the extraction of a pivot Excel worksheet containing the entire database, related to a more or less specific topic, depending on the selected proxies. We retrieve, in particular:
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• Data related to the Deficit/Surplus, with quarterly and annual frequency.
The extracted databases are generated (and maintained) by the ECB through the implementation of the European Standard of National and Regional Accounts in its 2010 version. In particular, the retrieved data is related to the operator/unit "General Government", including both the Central and the Regional units.
The assets and liabilities, both financial and non-financial, are selected from the Quarterly Sector Accounts (QSA) with the following proxies: • Countries: we took under considerations all the countries of the European Union (28 countries).
The first sample is composed by 497 entries considering both assets and liabilities, at each date, for each Country. We calculated the ratio between Assets and Liabilities, multiplying it by 100 to obtain a percent value, for each Country under consideration.
The second sample is related to the Deficit/Surplus to Gross Domestic Product ratio, extracted from the ESA Deficit/Surplus database in the Government Finance Statistics section of the ECB-SDW. Applying the same Country and date proxies, the sample results to be composed by 672 entries. This dataset is larger than the former because some Country data for assets and liabilities hasn't been recorded for some of the years we took under consideration.
In order to compare the retrieved data, we merged the samples by date and Country, eliminating those entries that have missing data in one of the two datasets. This operation results in a dataset of 497 entries, sorted by date and Country.
The comparison is both graphical and statistical; by the means of a mono-variate classic linear regression model with the OLS estimator, where the model is = + where DGDPRATIO stands for Deficit/GDP Ratio, which is set to be the dependent variable, and ASLI stands for Assets/Liabilities ratio, which is set to be de explanatory variable. The comparison and the regression have been divided by Country.
The dataset, data key and data descriptive statistics can be found in the appendixes.
Comparative Data of EU28
We propose hereunder the comparative data between the selected variables with both the methodologies. The data are sorted by significance of the coefficient (p-value at least smaller than 0.05) and adaptability of the model (R-squared value). (Note 1)
The results of the model applied to Netherlands, Belgium, Hungary, Germany and Finland resulted in a statistically significant correlation between the Assets/Liabilities ratio and the Deficit/GDP ratio and a R-squared value greater ijbm.ccsene than 0.25. The double quantitative and graphical analysis shows also how the Assets/Liabilities compositions can in some cases have a correlation with the Deficit/GDP ratio. This correlation tends to be negative in Netherlands, Belgium, Hungary and Croatia, whilst in Germany, Finland, Denmark, Italy, Ireland and Bulgaria it tends to be strictly positive. This could mean that the influence of the investments and funding composition could affect separately the SGP's ratio. In order to enhance the comprehension of these phenomena, further studies must be conducted, focusing on the composition of the numerator and denominator of the Assets/Liabilities ratio, both temporally and by source and nature of each entry. Moreover, more extensive analyses and quantitative researches have to be conducted in order to define some more suitable variables to be considered for public sector financial analysis, management and decision making. 
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